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October 23, 2006

Independent Auditor's Report

The Officers and Board of Directors
The ARC Baton Rouge
Baton Rouge, Louisiana

Members of the Board;

We have audited the accompanying statements of financial position of

The ARC Baton Rouge
(A Non-Proflt Organization)

Baton Rouge, Louisiana

as of June 30, 2006 and 2005, and the related statements of activities, functional expenses and cash flows
for the years then ended. These financial statements are the responsibility of the Association's management.
Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with audi t ing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the f inancial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluat ing the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairJy, in all material respects, the
financial position of The ARC Baton Rouge as of June 30,2006 and 2005, and the changes in its net assets
and its cash (lows for the years then ended, in conformity with accounting principles generally accepted in
the United States of America.



In accordance with Government Auditing Standards, we have also issued our report dated October 23,
2006, on our consideration of The ARC Baton Rouge's internal control over f inancia l reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our audit.

Yours truly,



The ARC Baton Rouge
Statements of Financial Position

June 30, 2006 and 2005

A s s e t s
2006 2005

Assets
Cash and cash equivalents $326,016 $415,771
Investments 70,437 76,328
Receivables

Trade 163,330 72,340
Stale contracts 413,860 497,378
Federal contracts 2,905 4,343

Notes receivable 38,103 40,752
Inventory 17,615 13,586
Property, Plant and Equipment, Net 1,218,322 1,301,990
Deposits 2.5,041 25,041

Total assets 2.275.629 2.447.529

L i a b i l i t i e s a n d N e t A s s e t s

Liabilities
Line of credit 148,141
Accounts payable 123,324 122,223
Accrued expenses 224,246 200,628
Note payable - vehicle 18,089
Capital lease 10,180
Accrued pension cost 172,708 241.612

Total l i ab i l i t i e s 520,278

The accompanying notes are an integral part of these f inancial statements.
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Net Assets
Unrestricted 1,755,351 1.7.06.656

Total l iabi l i t ies and net assets 2,275.629 2.447.529



The ARC Baton Rouge
Statements of Activities

Years Ended June 30, 2006 and 2005

2006 2005
Unrestricted Net.Assets

Unrestricted Revenue and Gains
State contracts $4,517,226 $4,680,843
Federal awards 237,051 392,117
Program sales and service fees 633,577 638,560
Capita) Area United Way 262,755 279,357
Contributions 49,156 95,418
Investment return 6,316 9,484
Public grants and other income 265,345 52 J.. 1.3.

Total unrestricted revenue and gains 5.971,426 6.147.892

Expenses
Program services 5,303,433 5,278,726
General and administrat ive 616,572 464,293
Fund raising 2.726

Total expenses 5,922.731 5.743.019

Increase in Net Assets 48,695 404,873

Net Assets, beginning of year 1.706,656 U301.783

Net Assets, end of year 1.755,351 1,706.656

The accompanying notes are an integral part of these financial statements.
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The ARC Baton Rouge
Statements of Cash Flows

Years Ended June 30, 2006 and June 30, 2005

2006 2005
Cash Flows From Operating Activities

Increase in net assets $48,695 $404,873
Adjustments to reconcile change in net assets to net

cash provided by operating activities
Depreciation ' 99,884 104,659
Loss on disposal of fixed asset 214
Net unrealized (gain) loss 261 (4,348)
Changes in operating assets and l iabil i t ies

(Increase) decrease in:
Accounts receivable (6,034) (203,498)
Inventory (4,029) 1,136
Deposits (5,395)

Increase (decrease) in;
Accounts payable I, ] 01 81,965
Accrued payroll 23,618 46,774
Accrued pension cost (68,904) (34.93 j)

Net cash provided by operating activities 94.806 391,235

Cash Flows From Investing Activities
Purchase of property and equipment, net (16,430) (19,423)
Net change in investments 5,630 3,338
Collections on notes receivable 2,649 2.218

Net cash provided (used) by invest ing activities (8,150 (13,867)

Cash Flows From Financing Activities
Payments on notes payable - vehicle (18,089) (11,165)
Capital lease payments (10,180) (11,834)
Payments on line of credit (148.141) (49,980)

Net cash provided (used) by f inancing activities (176,410') (72.979)

Net Increase (Decrease) in Cash and Cash Equivalents (89,755) 304,359

Cash and Cash Equivalents, beginning of year 415.771 111,412

Cash and Cash Equivalents, end of year 326,015 ,415,771

Supplemental Disclosure of Cash Flow Information
Cash paid dur ing the year for

Interest " 5,497 13,836

The accompanying notes are an integral part of these f inancia l statements.
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The ARC Baton Rouge
Notes to Financial Statements

June 30, 2006

Note 1-Nature of Organization

The ARC Baton Rouge (Association) is a not-for-profit organization which promotes, develops, monitors, supports
and directly provides services to improve the well being of people with disabi l i t ies and their families from East
Baton Rouge and surrounding parishes. The Association has various fundingresourccs that includes the Capital Area
United Way Agency and federal and state contracts and grants,

The Association offers the following service programs:

Metro Enterprises - provides day rehabilitation services and jobs which include janitorial, lawn care, and
shredding services, and manufactur ing jobs producing engineering stakes, flange covers and candles.

Early Intervention - a service to infants and toddlers with special needs, ages b i r th to three years. The services
included are special instruction, parental education and counseling, family service coordination, early
communication and development therapy, physical therapy, occupational therapy, social work services, and
nursing services.

Respite Care Programs - provides emergency and periodic care for people with disabilities to give the regular
care-giver a break for everyday stress. Respite Care Programs also provide in-home personal care attendants
for i nd iv idua l s whose d isab i l i ty prohibits their funct ioning independently.

'c'&v/^te
retardation or learning disabilities ages sixteen and over. The program works with local businesses (o establish
internship and employment opportunities,

Louisiana Career Development Center - provides career training and support, as well as recreational
opportunities to deaf and deaf-blind individuals in Baton Rouge and surrounding areas.

ARC Day School -offers developmentally appropriate curriculum to all chi ldren, inc luding those with special
needs. The program uses chi ld- ini t ia ted, teacher supported play lo promote mental, physical and emotional
growth and development in all children.

Community Life - is a supported l iv ing program that enables people with disabilities to live independently and
be included in the community. Community life provides services which include home l iv ing assistance, safety
instruction, self-care, community leisure outings, and transportation services.

Community Services - provides recreation opportunities for children and adults wi th disabilities in the
community.

Note 2-Significant Accounting Policies

A. Basis of Accounting

The f inancia l statements are presented using the accrual basis of accounting,

10



The ARC Baton Rouge
iS'otes to Financial Statements

June 30,2006

Note 2-Significant Accounting Policies (Continued)

B. Basis of Presentation

The Association has adopted Statement of Financial Accounting Standards (SFAS) No. 117, Financial Statements
of Not-for-Profit Organizations. Under SFAS No. 1 1 7 , the Association is required to report information regarding
its financial position and activit ies according to three classes of net assets: unrestricted net assets, temporarily
restricted net assets, and permanently restricted assets, Unrestricted net assets include those net assets whose use
by the Association is not restricted by donors, even though their use may be limited in other respects, such as by
contract or board designation. Temporarily restricted net assets are those assets whose use by the Association has
been limited by donors to (a) later periods of time or other specific dates, or (b) to specified purposes. Permanently
restricted net assets are those net assets received with donor-imposed restrictions l imi t ing the Association's use of
the asset. The Association docs not have any temporarily or permanently restricted net assets.

C. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
Stales of America requires management to make estimates and assumptions that affect the amounts reported in the
f inancia l statements and accompanying notes. Actual results could differ from those estimates.

D. Cash and Cash Equivalents

The Association considers all funds on hand and with financial ins t i tu t ions to be cash equivalents,

E. Receivables

The Association considers receivables to be fu l ly collectible; accordingly, no allowance for doubtful accounts is
required. If amounts become uncollectible, they wi l l be charged to operations when that determination is made

F. Inventory

Inventory is stated at the lower of cost or imirket using the first-in first-oilt method.

G. Investments

Investments in equity securities with readily determinable fair values and all debt securities are carried at fair value.
Fair value is determined using quoted market prices (where available), or if not available, estimated fair values based
on quoted market prices of f inancial instruments with similar characteristics. All other investments are carried at
the lower of cost or market. Recognized gains and losses on investments are reflected in the statement of activities,
Dividends and interest income are recorded dur ing the period earned.

H. Property and Equipment

Property and equipment are recorded at cost. Property and equipment donated for operations are recorded as
addit ions to net assets at fair value at the date of receipt and depreciated using the straight-line method of
depreciation over the useful lives of the assets, which range from 5-29 years.

Expenditures for major additions of property and equipment are capitalized. Expenditures for maintenance and
repairs are charged to expense as incurred.



The ARC Baton Rouge
Notes to Financial Statements

.June 30, 2006

Note 2-Signiftcant Accounting Policies (Continued)

I . Support

Contributions received and uncondit ional promises to give are measured at their fair values and are reported as an
increase in net assets. The Association reports gifts of cash and other assets as restricted support if they are received
with donor stipulations that l i m i t the use of the donated assets, or if they are designated as support for future
periods. When a donor restriction expires, that is, when a stipulated time restriction ends or purpose restriction is
accomplished, temporarily restricted net assets are reclassified to unrestricted net assets and reported in the statement
of activity as net assets released from restrictions. Donor-restricted contributions whose restrictions are met in the
same reporting period are reported as unrestricted support.

The Association reports gifts of goods and equipment as unrestricted support unless explicit donor stipulations
specify how the donated assets must be used. Gifts of long-lived assets with explicit restrictions that specify how
the assets are to be used and gifts of cash or other assets that must be used to acquire long-lived assets are reported
as restricted support. Absent explicit donor stipulations about how long those Jong-lived assets must be maintained,
the Association reports expirations of donor restrictions when the donated or acquired long-lived assets are placed
in service,

•'• Grant Contracts

The Association depends signif icantly on grant contract reimbursements to carry out its program activities. This
revenue is disclosed as program revenue on the statements of activities.

Grant revenue is recorded as related expenses are incurred, and reimbursement requests are submitted to the grantor
agency.

K. Retirement Plan

The retirement plan is a defined benefit plan which covers substantially all fu l l - t ime salaried employees,

L. income Taxes

The Association is exempt from income taxes under Section 50l(c)(3) of the Internal Revenue Code and is not
classified as a private foundation,

M. Functional Expenses

The Association allocates functional expenses primari ly by specific identification of program expenses which
include salaries of personnel assigned to specific programs. However, certain administrat ive salaries and related
expenses and other general expenses are allocated using percentages which arc adjusted annual ly . These percentages
coincide with grant agreements and budgets.

N. Rectifications

Certain ^classifications have been made to the prior year's f i n a n c i a l statements to conform with the current year's
financial statement presentation.

12



The ARC Baton Rouge
Notes to Financial Statements

June 30, 2006

Note 3-Investments

Investments in money markets and certificates of deposits are stated at cost and equity investments are stated at
market value as quoted by national publications. At June 30, 2006 and 2005 investments are as follows:

2006 2005

Money Markets $8,970 $16,840
Certificates of deposit with maturities from one to

two years and interest rates from 4,0% to 4.8%. 49,724 48,006
Equity investments - corporate stock 11.743 ] 1,482

70,437 76,328

Investment income from casJi equivalents and investments is comprised of the following for the years ended June
30, 2006 and 2005:

2006 2005

Unrestricted
Dividends and interest $6,577 $5,136
Net unrealized gains (loss) (261) 4,348

Total 6,316

Note 4-Note Receivable

2006 2005
The Association sold facil i t ies on Wayne Drive for $57>000 in 1995 and
financed the sale. Terms are monthly installments of $500, and include
9% interest per annum maturing January, 2016. The note is secured by
the land and bui ld ing . $38,103 $40.752

Maturit ies of note receivable for the next five years following ending June 30, are as follows:

2007 $2,447
2008 2,909
2009 3,182
2010 3,480
2011 3,807
Thereafter 22,278

38,103

13



The ARC Baton Rouge
Notes to Financial Statements

June 30, 2006

Note 5-Property and Equipment

A summary of property and equipment at June 30, 2006 and 2005, is as follows;

2006 2005

Buildings and improvements $2,174,627 $2,174,627
Furni ture and equipment 519,635 586,184
Vehicles 128.597 152,729

2,822,859 2,9)3,540
Less depreciation to date K924.534 1.931.547

898,325 981,993
1-and 319,997 319.997

Property and equipment, net K218.322 1,301.990

Note 6-Line of Credit

The Association has a line of credit with a financial inst i tut ion for $200,000, due on demand, of which no amount
was drawn at June 30, 2006 and $ 148,141 was drawn at June 30,2005. The interest rale at June 30,2006 and 2005
was 8.25% and 6.00%, respectively. The line is secured by the bu i ld ing on Kelwood Avenue.

Note 7-Notes Payable
2006 2005

The Association obtained a vehicle loan in April of 2002 for $19,927 with monthly
payments of $397 for 5 years at an annua l interest rate of 7.25%. The vehicle was
collateral for this loan. ~ $7,807

The Association financed three vehicles in September of 2003 for $21,600 wi th
monthly payments of $681 for 3 years at an annual interest rate of 8.10%. The
three vehicles were the collateral for this loan. -- 10,282

- 18.089

Note 8-Capital Lease

The Association is the lessee of major air conditioning equipment under a capital lease expiring in June 2006. The
asset and l i a b i l i t y under the capital lease was recorded at the lower of the present value of the min imum lease
payments as the fair value of the asset, The terms were month ly payments of $1,208 for 33 months at an implied
interest rale of 1 5.89%. The lease was paid in fu l l in 2006, the balance at June 30, 2005 was $10,180.

Note 9-Pension Plan

The Association has a Defined Benefit pension plan which covers substantially all of its employees who meet
e l ig ib i l i t y requirements. Benefits under the plan are generally based on the employee's compensation during the
highest five consecutive calendar years' salary dur ing the last ten completed calendar years of service before
retirement. The pension plan is funded in accordance with the requirements of the Employee Retirement Income
Security Act of 1974.

14



The ARC Baton Rouge
Notes to Financial Statements

June 30,2006

Note 9-Pension Plan (Continued)

Pension expense for the years ended June 30, 2006 and 2005 was $113,096 and $95,133, respectfully.

The following sets forth the plan's funding status and the amounts recognized in the Company's statement of
f inancial position at June 30, 2006 and 7005 as prepared by Mutual of America.

2006 2005
Funded Status

Benefit obligation at June 30 $3,149,331 $3,143,663
Pair value of plan assets at June 30 2,971,038 2.710.224

Funded status (deficit) (178.293) (433,4391

Prepaid (accrued) benefit cost recognized in
the Statement of Financial Position ($172,708) ($241,612)

Change in benefit obligation due to
plan amendments $0 ($739,641)

Change due to assumption changes ($307,811) $336,154

Assumptions as of June 30
Discount rate 6.25% 5.75%
Expected long-term rate of return

on plan assets 7.75% 8,00%
Rate of compensation increase per year 4.50% 5.00%

Other Data
Benefit cost $113,096 $95,133
Employer contribution $182,000 $130,064
Employee contribution None None
Benefits paid $41,843 $48,535

Expected Future Benefit Payments

The following benefit payments which reflect expected future service, as appropriate, are expected to be paid:

June 30,2005
Fiscal Year Beginning Disclosure

Ju ly 1,2006 $53,000
J u l y 1,2007 126,000
July 1,2008 7,000
Ju ly 1,2009 54,000
Ju ly 1 , 2 0 1 0 138,000

7/1/2011-2015 2,033,000



The ARC Baton Rouge
Notes to Financial Statements

June 30,2006

Note 9-Pension Plan (Continued)

Plan Assets by Category

As of June 30, 2006 As of June 30,2005
Amount Percent Amount Percent

Equity $1,175,891 39.58 $1,060,503
Fixed Income 1,760,539 59.26 1,616,121
General Account 34,608 1 ,16 33.600

T«lai 2.97L038 100.00 2,710,224 100.00

Expected Long-Term Rate of Return on Plan Assets Assumption

The Expected Long-Term Rate of Return on Plan Assets assumption of 7.75% was selected using the "building
block" approach described by the Actuarial Standards Board in Actuarial Standards of Practice No. 27 - Selection
Economic Assumptions for Measuring Pension Obligations. Based on The ARC Baton Rouge's investment policy
for the pension plan in effect as of the beginning of the fiscal year, a best estimate range was determined for both
the real rate of return (net inf la t ion) and for inf lat ion based on historical 30 year period rolling averages. An average
inflation rate wi thin the range equal to 3.75% was selected and added to the real rate of return range to arrive at a
best estimate range of 6.77% - 8.88%. A rate w i t h i n the best estimate range of 7.75% was selected.

Note 10-Concentration of Risk

At various times dur ing the year, cash and cash equivalents on deposit wi th one banking institution exceeded the
$)00}000 insured by the Federal Deposit Insurance Corporation. Management monitors (lie financial condition of
the in s t i t u t i on on a regular basis, along with its balances in cash and cash equivalents, to minimize potential risk.

Credit receivables have s ignif icant concentrations of credit risk in the governmental sector in the Baton Rouge,
Louisiana area. At June 30,2006 and 2005, the portion of these receivables related to this sector was approximately
72% and 87%, respectively.

Note 11-Economic Dependency

The Association receives a majority of its revenue from funds provided through programs administered by the State
of Louisiana and United Way. The program amounts are appropriated each year by the Federal and State
governments and the United Way Agency. If significant budget cuts are enacted at the Federal and/or State level,
the amount of the funds the Association receives could be reduced significantly and have an adverse impact on its
operations. Management is not aware of any actions that w i l l adversely affect the amount of funds the Association
wi l l receive in the next fiscal year.
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The ARC Baton Rouge
Notes to Financial Statements

June 30, 2006

Note 12-Contingencies - Federal and State Program

The Association participates in Federal and State programs, which are governed by various rules and regulations.
Costs charged to the grant programs are subject to aud i t and adjustment by the grantor agency; therefore, to the
extent that the Organization has not complied with the rules and regulations governing the grants, refunds of any
money received and the col lect ibi l i ty of any related receivable at year end may be impaired. In management's
opinion, there are no significant contingent l iabil i t ies relating to compliance wi th the rules and regulations governing
the grants; therefore, no provision has been recorded in the accompanying financial statements for such
contingencies. Audits of prior years have not resulted in any significant disallowed costs or refunds. Any costs thai
would be disallowed would be recognized in the period agreed upon by the grantor agency and The ARC Baton
Rouge.

Note 13-Subsequent Event

In September 2006, the Association sold a piece of land for $62,000. The transaction resulted in a loss of $48,000
which w i l l be charged to operations in 2007.
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October 23, 2006

Report on Internal Control Over Financial Reporting and on Compliance
and Other Matters Based on an Audi t of Financial Statements
Performed in Accordance with Government Auditing Standards

Board of Directors
The ARC - Baton Rouge
Baton Rouge, Louisiana

Members of the Board:

We have audited the financial statements of The ARC Baton Rouge (A Non-Profit Organizalion)Baton
Rouge, Louisiana, as of and for the year ended June 30, 2006, and have issued our report thereon dated
October 23, 2006. We conducted our audi t in accordance with audi t ing standards generally accepted in the
Uni ted States of America and the standards applicable to financial audi ts contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In p lanning and performing our audit, we considered The ARC Baton Rouge's internal control over
financial reporting in order to determine our audi t ing procedures for the purpose of expressing our opinion
on the f inanc ia l statements and not to provide an opinion on the internal control over financial reporting.
Our consideration of the internal control over financial reporting would not necessarily disclose all matters
in the internal control that might be a mater ia l weakness. A material weakness is a importable condition in
which the design or operation of one or more of the internal control components does not reduce to a
relat ively low level the risk that misstatements caused by error or fraud in amounts that would be material
in relation to the financial statements being audi ted may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matters involving the
internal control over f inancial reporting and it operation that we consider to be mater ia l weaknesses.

Compliance and Other Matters

As par! of obtaining reasonable assurance about whether The ARC Baton Rouge's, financial statements
are free of material misslatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of f inancia l s tatement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our aud i t , and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.
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This report is intended solely for the information and use of management, Board of Directors, federal
awarding agencies, pass-through entities, and the Louisiana Legislative Auditor and is not intended to be and
should not be used by anyone other than these specified parlies. Under Louisiana Revised Statute 24:513,
this report is distributed by the Legislative Auditor as a publ ic document.

Yours t ruly,

II

19



The ARC Baton Rouge
Summary of Current Year Findings

Year Ended June 30, 2006

No corrective action plan needed by management since no findings wore reported and no management letter
was issued.
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The ARC Baton Rouge
Summary of Prior Year Findings

Year Ended June 30, 2005

No prior year findings were noted by the auditors in last years aud i t .
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